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CONFIDENTIAL LISBON 4824 
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E.O. 11652: XGDS-3 
TAGS: EFINECONPO 

SUBJECT: PRIVATE FOREIGN COMMERCIAL BANK CREDITS TO 
PORTUGAL 

REF: LISBON 4570 

1 . MINISTER OF FINANCE CONSTANCIO INFORMED ECON COUNSELOR 
JUNE 29 THAT GOP WILL SOON SIGN FORMAL AGREEMENT FOR PRIVATE 
GERMAN BANK CONSORTIUM LOAN OF $150 MILLION. AGREEMENT WITH 
THE AMERICAN BANKS IS STILL UNDER DISCUSSION. BUT CONSTANCIO 
IS PRESSING FOR A RAPID CONCLUSION. THE PRINCIPAL DIFFICULTY 
REMAINS U.S. BANK RESISTANCE TO AN INTEREST RATE OF 1 PERCENT 
ABOVE LIBOR. GOP IS INSISTING, AT LEAST FOR THE TIME BEING, 

ON THAT INTEREST RATE. AS A RESULT, THE TOTAL AMOUNT OF THE 
LOAN MAY BE SMALLER THAN WHAT THE U.S. BANKS FEEL THEY COULD 
PROVIDE AT A HIGHER INTEREST RATE. CONSTANCIO REMAINS HOPEFUL, 
NEVERTHELESS, THAT THE U.S. BANK LOAN WILL APPROXIMATE $250 
MILLION. 

2. INFLOW OF LIQUID RESERVES HAS CLEARLY RELAXED CON- 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 LISBON 04824 302010Z 

SIDERABLY THE DAY TO DAY PREOCCUPATIONS OF THE FINANCE 
MINISTRY AND BANK OF PORTUGAL. THE MAJOR FOCUS OF THE 
MINISTRY HAS SHIFTED FROM THESE SHORT-TERM PROBLEMS TO THE 
LONGER-TERM NEED FOR ECONOMIC REFORM, PARTICULARLY TO THE 
PREPARATION OF A REALISTIC MEDIUM-TERM DEVELOPMENT PLAN. 
CONSTANCIO APPEARS FAIRLY OPTIMISTIC ABOUT DEVELOPMENTS, 

ALTHOUGH HE ADMITS THAT MONETARY POLICIES ARE CREATING 
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FINANCIAL DIFFICULTIES FOR NUMEROUS PORTUGUESE FIRMS AND 
THAT THE PRIVATE SECTOR IS STILL RELUCTANT TO MAKE NEW 
INVESTMENTS. 
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